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BACKGROUND

From 1965 until 2015, HOVENSA, a joint venture between Hess Oil Virgin Islands Corporation (HOVIC) and

the national oil company of Venezuela, Petroleos de Venezuela, S.A., operated a petroleum refinery and marine

terminal on the island of St. Croix in the USVIL The facility's maximum design capacity was 545,000 barrels of
crude oil per day.

e The refinery and terminal is located at Limetree Bay, St. Croix, USVI and covers 1,500 acres in the
south-central coast of St. Croix. Land use north, east and west of the site is varied including commercial,
residential and some light agriculture. The Caribbean Sea forms the southern border of the facility.

e The USVI government owns a portion of the land located within the refinery boundaries.

e In February 2012, HOVENSA idled all refinery and processing operations at the facility, but marine
terminal operations including oil storage operations, continued until February 2015 and distribution of
oil within the USVI from this facility continued until May 2015. An estimated 2,000 jobs were lost as a
result of the refinery being idled, placing a severe strain on the already struggling USVI economy.

e Prior to idling, the HOVENSA refinery was one of the ten largest refineries in the world.

e HOVENSA filed for Chapter 11 bankruptcy on September 15, 2015, and its above ground assets were
later sold to Limetree Bay Terminals LLC (LBT).

e LBT currently operates the oil storage marine terminal.

e LBT would like to restart portions of the refinery to:

o produce low sulfur fuel for maritime use that meets the MARPOL standards, which will be

effective January 2020;

produce renewable biodiesel to comply with the Renewable Fuel Standards (RFS);

construct a single-point mooring (SPM) buoy to accommodate larger crude tankers;

expand terminal storage (adding 10-15 million barrels storage capacity); and

generate 900 construction jobs and over 600 permanent jobs at the facility.

e The Virgin Islands Legislature has recently approved restart of portions of the refinery. Numerous
Senators at the VI legislative hearings, held prior to the approval, expressed concerns about any
weakening of environmental protections that might result from restart. The complete new Operating
Agreement is still undergoing VI Senate review and portions of it may be revised.

e EPA is working with the VI to balance the need to address the environmental issues raised by restarting
the refinery and the USVI’s economic development.
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AIR
e During HOVENSA'’s bankruptcy proceeding, LBT agreed to assume the obligations of the CAA
Consent Decree (entered in June 2011), after attempting good faith efforts to modify it. HOVENSA
cannot certify completion of the bankruptcy until the CD is transferred to the new owner as required by
the CD and the Purchase Agreement filed in Bankruptcy. Prior to and after the sale of the facility, the
parties (including the Virgin Islands) negotiated modifications to the CD.

Enforcement/lnvestigatory / Ex. 7(a)

e In March of 2018, OAR issued a guidance document, which was relied upon in an April 5, 2018 letter to
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LBT from Bill Wehrum, the OAR AA. The letter provided a determination that the restart would not be a
reactivation, that the biodiesel project would be a separate project, and that the SPM would be a
modification to an existing unit.
o The letter did not determine PSD applicability. LBT continues to be subject to PSD and must
comply with PSD permits issued to HOVENSA.
o LBT must obtain USVI construction permits for all these projects, and must comply with USVI
Title V operating permit requirements.

Enforcement/Investigatory / Ex. 7(a)

WATER

e On November 8, 2017 the US Army Corps of Engineers (USACE) published a public notice regarding a
Clean Water Act (CWA) Section 404 permit application to install a Single Point Mooring (SPM) and an
underwater pipeline system for the direct offshore transfer of bulk fuel from very large bulk carriers to
existing facilities at LBT.

e Construction will include extensive excavation of the marine floor and placing concrete mats over the
pipelines, which could result in impacts to coral reefs.

e EPA has advised the USACE of concerns that include relocation of an estimated 2,215 coral colonies
(including some listed as endangered species) without a complete environmental assessment and a
suitable alternatives analysis.

e EPA believes that additional information is required to determine the extent of environmental impacts
that may result from the construction of the SPM at LBT.

e USACE has requested that LBT provide additional data to fully evaluate possible impacts.

e EPA will continue working with USACE once the applicant provides all the requested information.

e In May 2018, the USACE initiated Endangered Species Act (ESA) Section 7 Formal Consultation with
the National Marine Fisheries Service (NMFS), Essential Fish Habitat Magnuson-Stevens Act
Consultation with NMFS; and ESA Section 7 Informal Consultation with the US Fish and Wildlife
Service, as part of the USACE’s CWA Section 404 permit.

e The USACE received a request for expedited review and, in consultation with the NMFS, denied it.
Pipeline and Hazardous Material Safety Administration review and approval is not required, however the
Corp can choose to consult with them.

e The Corps has recently informed EPA that it will proceed with an Environmental Assessment (EA)
rather than an EIS.

e LBT isin the process of providing further information requested by various divisions of the NMFS.
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RCRA

e The facility is also subject to RCRA. The long-term management of three former hazardous waste
disposal units at this site (one closed and two in the process of closure) and legacy contamination are
being addressed under the facility's 1999 RCRA Operating Permit, as amended.

e RCRA involvement is just for the former HOVENSA facility’s permitted units and for legacy releases
from HOVENSA. EPA’s RCRA program is not involved in LBT’s activities, and EPA does not anticipate
that the proposed restarting of the LBT refinery would impact the continued remediation of these past
releases, which are being addressed under the RCRA Permit by the HOVENSA Environmental Response
Trust (ERT). The ERT was established pursuant to HOVENSA’s Bankruptcy Plan and operates pursuant
to a court-approved ERT Agreement.

o LBT does, however, own and operate a waste water treatment plant that is used for treatment of
groundwater and wastewater.
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